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ABSTRACT

Turkish ready-made clothing sector is the one of the leading sectors of the Turkish industry. The companies in this sector should
produce high added value products to protect their power on the international competition and increase their market shares. Creation of
added value depends on various factors like improving the performance in production, producing design products and creating a brand.
To analyze the added value process, it is necessary to identify the activities which add value on final product. This study based on the
data obtained from three different companies. One of them is in Istanbul, the others are in Izmir and all of them are active in ready-made
clothing area. In addition, by considering added value creation process of the other companies in this sector, the added value ratio of
each step of added value creation process and the factors which create the added value for the interviewed companies were determined.
According to the study data, brand value is the most important factor which determines the added value and sales stage when the final
product meets customers is the highest added value step can be said.

Keywords: Ready-made clothing, added value, process, brand, sales.

OZET

Tiirk hazir giyim sektorii Tiirk endiistrisinin lokomotif sektorlerinden biridir. Sektordeki firmalarin uluslararasi rekabet ortamindaki
giiclerini korumalari ve sahip olduklar1 pazar paylarini artirmalari igin katma degeri yiiksek iiriinlere yonelmeleri gerekmektedir. Katma
deger yaratmak; tiretimdeki performansi artirmak, tasarim tiriinlere yonelmek ve marka yaratmak gibi gesitli faktorlere baglidir. Katma
degerin yaratildig1 siireci analiz etmek i¢in siireci olusturan, nihai iirline deger katan faaliyetlerin belirlenmesi gerekmektedir. Bu
caligma ikisi Izmir’de ve biri Istanbul’da bulunan ve hazir giyim alaninda faaliyet gosteren ii¢ ayri firmadan elde edilen verilere
dayandirilmistir. Ayrica sektorde faaliyet gésteren firmalarin katma deger yaratma siireglerinden yararlanilarak, goriisiilen firmalarin
olusturdugu katma deger yaratma siireglerinin her bir basamaginda hazir giyim {iriiniiniin sahip oldugu katma deger tizerine ne kadarlik
bir katk: sagladig belirlenmeye ve boylelikle katma degeri yaratan faktorler ortaya konulmaya galisilmistir. Calisma verilerine gore,
marka degerinin katma degeri belirleyen en 6nemli etken oldugu, katma degeri en yiiksek olan halkanin nihai iriiniin misteri ile
bulustugu satis agamasi oldugu sdylenebilmektedir.

Anahtar Kelimeler: Hazir giyim, katma deger, proses, marka, satis
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1. INTRODUCTION

Value, Value Chain and Added Value Concept,
Impact and Importance

Value is a concept, which occurs after the production of a
product or service with certain characteristics. Customers
ready to pay for it which satisfies their needs in a definite

period by a definite price. Also it supplies technical, social,
economic benefits (1, 2).

Added value indicates the difference between input and
output of any production process (3). At the same time, on
micro-economical side it is defined as the difference
between the purchase and the sale price of a product or
service; on macro-economical side it is defined as an
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additional value created by factors involved in productive
activity (4). If the added value is high, this means the value
of the service or product is high too (3). In addition to this,
when added value increases, customer’s sensitivity to price
decreases and focusing on the added value increases. As a
result the customer loyalty increases and this contributes to
the profitability of the company positively. Added value is
created in a value chain. Value chain is stated as definition
of each operating activities or periods that transform inputs
to outputs by Porter (5). This transformation originates in
design period of the product or service and continues with
activities like supplying, producing and marketing and finally
ends with post-purchase services (5,6). In all stages of this
transformation process, a value is added on the products
and services (5). The aim of the companies is to ensure
value creation and increment by continuity of these activities
(6). It is only possible by sorting every activity as operations
which are strategically important with the help of the value
chain. By this means, effects of every activity on cost and
value can be clearly understood. Value chain analysis is a
strong tool that determines the main operations of a
company, identifies and evaluates the strong and weak
aspects of these operations and help company to obtain a
potential of sustainable competitiveness (8). By value chain
analysis, the value which is paid for the product, the share
of the producing company in this value and the extent of
factors which affects this share can be determined (7).
Furthermore in this analysis the competitive advantages of
the company can be understood by determining at which
stage the offered value to the customers can be increased
or the cost can be decreased, and by investigating the
company’s relationships with its suppliers, customers and
the other companies in the sector (5). The purpose of the
value chain is to raise the value offer to the highest level
and lower the costs to the minimum level. The main idea of
the value chain analysis is to offer more value to the
customers and gain more competitive advantage. If the
value revealed by a work is more than the cost value for the
realization of the operations, it can be considered as a
profitable business (8).

Operation of Value Chain in Ready-Made Clothing
Sector, Impact and Importance

In daily competition conditions, the success of the
companies which are active in ready-made clothing sector
depends on the creation of added value. Every company
creates an added value with the products and service that
are produced in a value chain. Every ring of this chain
increases the value. The company’s performance in every
stage has a determinant role for the added value to be low
or high. A typical value (supply) chain, consist of steps;
supply, production, storage, shipping, distribution, retail and
customers respectively (9). In textile sector, rings of value
chain start with the forming yarn, continue with weaving or
knitting and finishing processes. Every process in this chain
increases the added value of the product, on the other hand
they affect the functionality and design of the product in a
positive direction (7). In a ready-made clothing company,
value chain starts with design stage, just before the product
is formed. After apparel process, the supply chain ends with
delivering the final product to the end customer in stores by

the retailer. However ready-made clothing supply chain
includes recall, transfer and refund processes (10). In other
words, the value chain, which adds a value to the product in
every step, can be thought as an organization which
includes supplying of raw material, transforming it to the
product in the production process and delivering it to the
customer (11). When the main activities in value chain
generally examined, there is a flow like input function,
operations, output, sales and marketing and customer
services, respectively (7). Value flow includes all activities of
added value creation process from supplier to the end
customer and for its continuity it is necessary to produce
and deliver the products and the services (1). Value chain
rings in ready-made clothing are shown in Figure 1.
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design
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Fabric and
material

supply

Ironing and
packaging
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and grading

Printing
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Figure 1. Supply chain in ready-made clothing

2. MATERIAL AND METHOD

In this study, data was collected by interviewing with
department managers and planners of three different
companies. Companies interviewed within the study are
given in Table 1.

e The Company A is operating in Izmir Ata Industrial Zone
and offers production services with 110 people staff. It
also provides contract manufacturing services to the
Company B.

e The Company B is operating in Izmir Atatlirk Organized
Industrial Site and outsources the production of the
companies that are known worldwide by getting contract
manufacturing service. Also it is a major garment
manufacturer and exporter which offers design service to
the customers with its own design department.

e The Company C is operating in Istanbul and makes
successful progress in the domestic and foreign
markets, although it does not have a very old history and
admits the LCW as a biggest competitor.
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Table 1. Companies interviewed within the study

Company Code A

B Cc

Characteristics of the

A sub producer
company

Qualified supplier (manufacturer

and exporter) Brand owner company

Serve by performing the
production stage of an offer
given by a qualified supplier.

Company’s mode of
operation

Offers a comprehensive service
to the brand owner companies
from design stage to production

Designs its own collection,
manufactures and/or has
manufactured and offers for sale in its
own retail stores with own branded

stage. products.

The Company A

The Company A works as a sub producer. It performs the
cutting, sewing, ironing and packaging processes of the
orders given by an exporter company. The exporter
company sends raw materials, accessories and patterns of
the models for production. Because of this the Company A
has no contribution to the added value chain in stages such
as sample preparation, fabric and material supply, pattern
preparation and laying. Whenever the Company A receives
an order, at first band placement and line balancing
operations are made, sewing yarns are provided and then
the production starts. To sum up, added value creation
process of Company A starts with cutting stage and
completes with sewing, ironing and packaging.

Although the cycle time of the value chain created by the
Company A changes due to the model, it continues on the
average 2-3 weeks. After the ironing and packaging
processes completed, the products received by the exporter
company. The added value chain and product cycle time of
the products manufactured by Company A are shown in

Figure 2.
‘.‘-, Receiving
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products to
employer
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patterns from
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cutting
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packaging

Making production
related preparations
(Supply of sewing
yarns, setting up the
sewing band)

Figure 2. Added value chain and product cycle time of the products
manufactured by Company A
The Company B

The Company B works as a qualified supplier and the added
value creation process starts with two steps; design and

sample preparation. The company works with the customers
in two different ways. In the first one, customer's own
models are produced. Information about model design,
fabric type, size chart, printing detail, is given directly by the
customers. In this working style, the Company B just does
sample preparation and pricing. When the sample and price
approval are given by the customer; production process
begins. In the second one, customers prepare and send
mood boards to Company B according to the new trends
and design department works on and prepares a collection
which is offered to the customers. Customers can order this
collection; at the same time they can do some revisions on
it. So the revised samples are prepared and before the
production sample approval is received again.

For a collection sample, time period for receiving themes
from the customer, design process, preparing sample
patterns, production of collection samples, offering the
collection to the customer, pricing and approval of order is
about 6-8 weeks.

In the next stage, patterns are revised according to the
customer’s size charts, fitting samples are produced. In
addition to these, fabric and material supply process
continues simultaneously. By customer's approval after
sample production, production process begins. This process
takes approximately 5-7 weeks.

During the production process, primarily patterns are
prepared according to the customer’s critics. Because the
company hasn’t got a production department in itself, orders
produced by outsourcing. This process continues with
activities such as laying, cutting, printing and embroidery,
sewing, quality control, ironing and packaging and completes
with shipping. This period continues about 2-3 weeks.

The Company B gives a standard deadline to the
customers. When the order quantity is more than expected,
shipping is done on time by capacity planning (e.g. working
with 2 dye houses instead of 1, employ an atelier which has
larger capacity). For instance, Zara ships in 3-4 weeks and
C&A in 8-10 weeks after the order generated. This situation
is related to cycle time of products in the stores and stock
systems and determined in the direction of customer
demands. Product cycle time of the products for C&A brand
is shown in Figure 3 and product cycle time of the products
for ZARA brand is shown in Figure 4. The responsibility of
the company ends with the shipping of the order and the
cycle time of the products are completed.
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Figure 3. Added value chain and product cycle time of the
products manufactured by Company B for C&A
brand
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Figure 4. Added value chain and product cycle time of the
products manufactured by Company B for ZARA
brand

The Company C

The Company C makes 64% of its production in the country
and the rest part of its production is made by 72 suppliers in
6 different countries. Also the Company C manages its own
logistic service. In the study, we also interviewed with a
company which is the own producer of Company C.

The company’s value chain starts with design and budgeting
stages, in which the company creates added value. At
design stage designers visit the fashion centers abroad, go
to fairs and shopping, and work on the latest fashion
designs. On the other hand budget stage is conducted. After
approval of the first designs, an option plan is prepared for
each product group and each model by planning
department. This plan is made for determining how many
products required in the stores according to summer and
winter seasons. In accordance with this, starting budget is
determined and capacity planning is made. Decisions are
made by planning and buying teams, comparing with the
data of the previous years. Designs are made in the
direction of these decisions. At the same time, advance
orders of the materials such as yarn and fabric for the basic
products are given in high quantity. This increases the
speed and the productivity in the production stage and
decreases the material supply periods. The next step in the
value chain of the Company C is sample production. At this
point, fabrics and the other materials are supplied and
suppliers have an important role. Sample production
process continues approximately 2 weeks in the own
producer of the Company C. The duration of the process
starts with designing, budgeting, planning, sample
production and price approval till the formation of order is
about 12 weeks.

After sample production and approval of designs, planning
department studies on assortment and count of products,
prepares technical documents for production. Also at this
stage quotes are got from suppliers and cost studies are
carried out. When price is approved, order is generated and
the production process begins. For products with one month
length of term, the production process in the producer of
Company C continues for 2 weeks. When assessed by
sample production process, the elapsed time in the
producer company is stated as 4 weeks (Information for the
sample production and the main production is provided from
the Company C’s own producer).

After production process is completed, products are sent to
the Company C’s own warehouses. For the retail part of the
company, the cycle time of a product begins at the time
when the product enters the warehouse. An inspection
process is performed for products which are produced in
domestic suppliers. In addition to inspection process,
customs procedures exist for products which are produced
in overseas suppliers. Storage duration of the products is
indicated about 1-2 weeks and delivery time from
warehouses to stores in Turkey is maximum 4 days. In this
case, the elapsed time for process starts with design and
ends with sales in stores is 15-16 weeks. According to
another information received from the company, the period
starting with the product idea to the implementation of the
product is 3-4 months for innovative products (color
changing T-shirts, headset hat, double sided pants etc.)
produced in the Company C. Data obtained from the study
verifies this information. Added value chain and product
cycle time of the products manufactured by Company C for
its own brand are shown in Figure 5.
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Figure 5. Added value chain and product cycle time of the
products manufactured by Company C for its own
brand.

Company C has three types of stores. Product types and
counts that can be displayed in each store are determined.
When occupancy rate of the product type and quantity is
high, shipping is not done to the stores. However in a
normal flow, products are shipping to the stores daily. The
residence time of the products in the store at least 8 weeks
for a normal product, and is more than 12 weeks for basic
products. Sell through rate of the Company C is accepted as
92-95%. So when 90-95% of the order is sold, it is
considered that the cycle time of the product has been
completed.

4. FINDINGS

In this study three different company models were examined
to show how important value and value chain for the
companies. Companies are different from each other in

terms of added value chain they created. The findings were
evaluated separately for each company.

The Company A

The Company A creates added value by providing
production service to the companies which don’t have
production department or whose production capacity is not
enough. The stages of added value process of Company A
are given in Table 2.

The following information is obtained from Table 2;

e Raw material, accessories, the printing and embroidery
processes have no impact on the unit cost of production.
Because raw materials and accessories are sent from
the employer company. Printing and embroidery are
also in the responsibility of the employer company.

e Worker labour constitutes the whole unit cost of
production.

e The Company A supplies the sewing yarn for incoming
orders to perform the production of the models. As well
as buying sewing apparatus for some special models or
hiring a special machine, which doesn’t include in, may
be required. Furthermore, food and service expenses of
workers, maintenance and repair costs of the machines
and office expenses such as workplace rent and
cleaning constitute the company's general and other
expenses item and affect the sales price to the employer
company by adding in the ratio of 2% general and other
expenses item to the unit cost of production.

e Assessed from the Table 2 by just offering
manufacturing services, Company A can contribute only
a portion of 33% to the added value of created by
employer company and 11% to the final added value.

The Company B

Each step of the Company B’s value chain adds a new
value to the final product and it determines the product
price. The stages of added value process of Company B are
given in Table 3.

Table 2. The stages of added value creation process of Company A

Added value generating steps in value chain Value-adged ratio created by
ompany A

Raw material 0%
Accessory 0%
Print/Embroidery 0%
Cutting/Sewing/ironing-Packaging 9%
Unit cost of production 9%
General expenses and other expenses 2%
Contract service charge of Company A 11%
to the exporter company
Sale price of the exporter company to the parent company 33%
Retail sales price of the parent company 100%
(Final added value)
Percentage of unit cost of production in retail sales price 9%
Percentage of the added value created by Company A in retail sales price 11%
Retailing expenses, brand value (Parent company) 67%
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As seen in Table 3; raw material is the largest proportional
factor and constitutes 10-14% of the final added value and it
corresponds approximately 35-50% of the unit cost of
production.

Design service offered by design department has no
measurable value proportionately, so it is not given in the
Table 3. However, according to the information received
from the company, orders are received and added value is
created through the design service. Namely, design service
increases the preference of Company B by the customers;
amount of orders received and correspondingly increases
the sales and the turnover. For instance, design service
constitutes 70% of the total turnover. In addition to this,
collections prepared by the company's design department
are generally sold for higher prices than other orders. When
considered in this context, it is seen that 70% of the added
value created by the company B caused by the design
services offered to the customers.

The Company C

The added value creation process of the products produced
by Company C can be summarized by the examples from its
own producer is given in Table 4.

According to the Table 4; raw material constitutes 19-20 %
of the final added value and it corresponds approximately
55-60% of the unit cost of production. As it is seen in the
table, raw material has the largest proportion in the value
chain of the Company C. Based on another information
received from Company C, a product received from the
supplier for one unit is put on the market in the mark-up ratio
of 2.4-2.7 except value added tax and 1.6-1.7 mark up ratio
is considered as a breakeven point.

5. EVALUATION OF THE FINDINGS

The Company A has the smallest value chain because it
only provides production service. It hasn’t got a brand, also
could not offer a design service. The company A operates
according to the needs of an exporter company. The cycle
time of the value chain is averagely 2-3 weeks due to order
count and the difficulty level of the model. Company A can
contribute only a portion of 11% in added value created by
Company A in retail sales price (see Table 2). When
assessed in the direction of the study data, percentage of
unit cost of production in retail sales price is quite low.

Table 3. The stages of added value creation process of Company B

Added value generating steps in value chain Value-adgztrzln:)aat:;cBreated by
Raw material 10-14%
Accessory 3-4%
Print/Embroidery 1.5-3%
Cutting/Sewing/ironing-Packaging 7-8%
Unit cost of production 28%
General expenses and other expenses 3%
Sales price of Company B 31%
Retail sales price of the parent company (Final added value) 100%
Percentage of unit cost of production in retail sales price 28%
Percentage of the sales price of Company B in retail sales price 31%
Retailing expenses, brand value 69%
(Parent company)

Table 4. The stages of added value creation process of Company C

Added value generating steps in value chain Value-adg?):‘;aat:;cgeated by
Raw material 19-20%
Accessory 2.5-4%
Print/Embroidery 1-3%
Cutting/Sewing/ironing-Packaging 8.5-10%
Unit cost of production 34%
General expenses and other expenses 3.8%
Sales price of Company C 38%
Retail sales price of the parent company (Final added value) 100%
Percentage of unit cost of production in retail sales price 34%
Percentage of the sales price of Company C in retail sales price 38%
Retailing expenses, brand value 62%
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Cycle time of products produced at Company B for C&A
brand is approximately 3.5-4.5 months and for ZARA brand
is 1.5-2 months. These durations are valid for new orders.
Cycle time decreases for the repeated orders. Because the
stages such as designing, pattern preparation and grading
have studied before. The cycle time of the products may
vary by customers. Company B doesn’t do any activities
about branding, warehousing and retailing in its value chain,
because it doesn’t have its own brand. The responsibility of
the company ends with shipment of the order and the cycle
time is valid for this period.

The Company C has its own brand and stores. In its value
chain; there are activities like delivering to warehouses,
storing and delivering from warehouses to stores. Although
the number of rings in the value chain is more than the
Company B’s, cycle time of a product is 15-16 weeks. So it
can be said that value chain cycle of the Company C is
faster.

The cycle time of the Company A is lower than the
companies B and C. That's because the Company A has
fewer activities in its value chain and correspondingly
creates less added value.

Based on data from the Table 3 and Table 4, added value
ratio and percentage in total added value created by
companies B and C were compared. Accordingly, the added
value creation process from design stage to the end of
production is similar for both companies. When unit cost of
production was examined, it was seen that fabric has

maximum added value ratio and labour factor (cutting,
sewing and quality control, etc.) is in the second place.
However, total added value of a final product is in the sales
ring where the product and the customers meet.

The value chain of the Company B ends after production.
For 14-18 weeks duration, Company B takes part in the final
product’s total added value only in the ratio of 31 %.
Because the Company B doesn’t have its own brand and
the value chain is uncompleted. Products which are
produced by Company B for C&A are sold in customer’s
own-branded stores 3-3.5 times more than the unit cost of
production price. In this case, it can be said that the unit
cost of production price of a branded product is about 3-3.5
times less than the retail sales price because of brand
value, retailing expenses and brand profit margin.

When evaluated the unit cost of production which is
accepted as 100 %, the Company C creates added value in
the ratio of 100 % in 15-16 weeks duration and compared
with Company B, it is seen that the Company C creates
more added value than the Company B. That's because the
number of rings in the value chain of the Company C is
more than Company B. Also the Company C makes the
products produced with its own brand and offers them to the
customers in its own branded stores.

Stages of the evaluated companies have a part in ready-
made clothing added value chain and shares taken from the
final added value are shown in Figure 4.

Creation of a
brand and
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e ~
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and

——
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Sample
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Laying
and
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Shares taken
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added value

Company A 11 %

. Company B
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Figure 4. Stages of the evaluated companies have a part in ready-made clothing added value chain and shares taken from

the final added value.
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6. CONCLUSION, ASSESSMENTS AND SUGGESTIONS

Nowadays, it is not enough to produce a service or a
product just qualified or sell them at affordable prices. In
addition to these, products should be high value added and
companies should response to customer demands rapidly.
These factors are necessary to be successful. At this point,
factors such as brand, design and productivity become
important.

Design is one of the effective tools to create product-based
significant differences and added value. Creating an added
value through design forms the basis of "Differentiation and
Branding". Although European companies are more successful
in fashion and branding (12), Turkish companies try to improve
themselves and create brands at international level.

A product or a service is produced in a value chain and
each activity in this chain adds a ring to this chain which
adds a value to the manufactured product or service. If the
added value creation process shortens, productivity
increases and the created added value becomes so great.
This reveals the importance of the elimination of
unnecessary activities in the value chain and increase of the
productivity in main activities.

In ready-made clothing sector where plenty of competitors
compete with each other, the success of a company is
determined according to the created added value high or
low. In today’s conditions, it is definitely impossible to be
competitive with low added value products or services.
Furthermore, a company can'’t create high added value if it
produces a product or service in the same way as its
competitor. Therefore, companies which are different, faster
and better than the competitor create more added value and
succeed.

Zara brand is one of the most successful examples of
creating added value in the international arena. The secret

REFERENCES
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